iritroducfion 

1, t have audited the financial statements of the Beia Bela Local Municipality set out on 
pages xx to xx, which comprise the statement of financial position as at 30 June 2014, 
the statement of financial performance, statement of changes in net assets and cash 
flow statement for the year then ended, and the notes, comprising a summary of 
significant accounting policies and other explanatory information. 



2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA), 
and for such internal control as the accounting officer determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether 
due to fraud or error. 



3, My responsibility is to express an opinion on these financial statements based on 
conducting this audit in accordance with the Public Audit Act of South Africa, 2004 (Act 
No. 25 of 2004) (PAA), the genera! notice issued in terms thereof and International 
Standards on Auditing. Those standards require that I comply with ethical requirements 
and plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

4, An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements, The procedures selected depend on the 
auditor's judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation 
and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as 'well as evaluating the overall presentation of the 
financial statements. 

5, I believe that the audit evidence ! have obtained is sufficient and appropriate to provide 
a basis for my audit opinion. 



6. in rny opinion, the financial statements present fairly, in all material respects, the 
financiai position of the Bela Bela Local IVlunicIpaiity as at 30 June 2014, and its 
financial penormance and cash flows for the year then ended in accordance with the SA 
Standards of GRAP and the requirements of the MFyA. 

Emphasis of mailers 

7, ! draw attention to the matters below. My opinion is not modified in respect of these 
matters. 


Restatemei 



lures 


8. As disclosed in note 44 to the financial statements, the corresponding figures for 30 
June 2013 have been restated as a result of errors discovered during 2014 in the 
financial statements of the municipality at, and for the year ended. 30 June 2013, 



mailers 


9. i draw attention to the matters below. My opinion is not modified in respect of these 
matters. 


Unaydited supplementary schedules 


1 0, The supplementary information set out on pages xx to xx does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and accordingly I do not express an opinion thereon. 


Unoudsfed 




11, In terms of section 125(2)(e) of the tvlFMA the municipality is required to disclose 

particulars of non-compliance with the MFMA. This disclosure requirement did not form 
part of the audit of the financiai statements and accordingly 1 do not express an opinion 
thereon. 





1 2, In accordance with the PAA and the general notice issued in terms thereof, i report the 
following findings relevant to performance against predetermined objectives, compliance 
with !av\/s and regulations and internal control, but not for the purpose of expressing an 
opinion. 



3. I performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for the foilovi/ing selected development priorities 
presented in the annual performance report of the group for the year ended 31 March 
2014, 



e Development priority 3; Road and storm water on pages x to x 

s Development priority 4: Sports, arts, Culture and recreational facilities on page k to x 

s Development priority 5; Traffic management, licencing and fire management on 
pages x to x 

a Deveiopment priority 6: Local Development on pages x to x 
® Development priority 7; Land, housing and infrastructure on pages x to x 

14. I evaluated the reported performance information against the overall criteria of 
usefulness and reliability. 

15, I evaluated the usefulness of reported performance information to determine whether it 
was presented in accordance with the National Treasury’s annual reporting principles 
and whether the reported performance was consistent with the planned programme. ! 
further performed tests to determine whether indicators and targets were v/eii defined, 
verifiable, specific, measurable, time bound and relevant, as required by the National 
Treasury’s Framework for managing programme performance information {FMPPl). 

IS. 1 assessed the reliability of the reported performance information to determine whether it 
was valid, accurate and complete. 

17. The material findings in respect of the selected programmes are as follows: 

Development priority 6: Local deveiopment 

Reliability of reported performance information 

18. The FMPPl requires auditees to have appropriate systems to collect, collate, verify and 
store performance information to ensure valid, accurate and complete reporting of actual 
achievements against planned objectives, indicators and targets. Significantly important 
targets were not reliable when compared to the source information or evidence 
provided. This was due to a lack of documented system descriptions for the accurate 
recording of actual achievements and frequent review of the validity of reported 
achievements against source document. 



1 9. 1 performed procedures to obtain evidence that the municipality had complied with 
applicable legislation regarding financial matters, financial management and other 
related matters. My findings on materia! non-compliance with specific matters in key 
legislation, as set out in the general notice issued in terms of the PAA, are as follows; 

Annua! financial statements, performance and annua! reports 

20. The financial statements submitted for auditing were not prepared in all material 
respects in accordance with the requirements of section 122 of the MFMA. (AR) 

21 . Materia! misstatements of non-current assets, current assets, liabilities, revenue and 
disclosure items identified by the auditors in the submitted financial statement were 
subsequently corrected and the supporting records were provided subsequently, 
resulting in the financial statem.ents receiving an unqualified audit opinion. 



naiiaaBment 


Ksasonaote sisps wsra not isksn to pr©V6ni irrsQuisr ©xpenuiiUf© and fruiilsss and 
wasteful expenditure, as required by section 62(1){d) of the Municipal Finance 
Manaaement Act. 


Procurement and contract management 

23. Quotations were avv'arded to bidders who did not submit a deciaration on whether they 
are employed by the state or connected to any person employed by the state, as 
required by SCM regulation 13(c). 

24. .Awards were made to providers who are in the service of other state institutions or 
whose directors are in the service of other state institutions, in contravention of MFM.A 
1 12(i) and SCM regulations 44. 


infernal control 

25. i considered interna! control relevant to my audit of the financial statements, annual 
performance report and compliance with legislation. The matters reported below are 
limited to the significant interna! control deficiencies that resulted in the findings on the 
annual performance report and the findings on non-compliance with legislation included 
in this report, 

Leadership 

26. There was no detailed review of the financial statements and the annual performance 
report, resulting in several misstatements identified and corrected. 

27. Key positions are left vacant for a long time 

Fmancia! and performance management 

28. The municipality does not properly review the asset register on monthly basis to ensure 
that all projects completed are updated timeousiy 

29. As indicated in section 2, part A of this report', the financial statements contained 
misstatements that were corrected. This was mainly due to staff members not fully 
understanding the requirements of the financial reporting framework. 

30. Non-compliance with \avjs and regulations could have been prevented had compliance 
been properly reviewed and monitored. 

Governance 

31. The internal audit is not adequately resourced to identify internal control deficiencies 
and recommends corrective action effectively. 



! he municipaiiiy appointed forensic inyestigation during the current year and th 
investigation is not yet fully finalised. 



■I 


Polokvi/ane 
28 November 2014 



AUDSTOK-OEMERal 
SOUTW AFRICA 


Audiling !o build cuhlic conlidence 



